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SUBJECT: INFORMATION ON EXCHANGE RATE POLICIES OF OTHER 
DEVELOPING COUNTRIES 

REF : TANANARIVE 933. 976, 988 

1. OTHER DEVELOPING COUNTRIES HAVE EITHER TIED THEIR 
CURRENCIES TO THE DOLLAR (OR TO A EUROPEAN CURRENCY) OR 
ARE PERMITTING THEIR CURRENCIES TO FLOAT. MOST ARE TYING 
THEIR CURRENCIES TO THOSE OF PRINCIPAL TRADING PARTNERS 
SINCE THIS OFTEN HELPS TO STABILIZE BOTH IMPORT AND EXPORT 
PRICES IN THEIR OWN CURRENCIES AND THE VALUE OF THEIR 
FOREIGN CURRENCY RESERVES. 

2. ALTHOUGH THE MALAGASY REPUBLIC IS NO LONGER IN THE 
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FRANC ZONE IT APPEARS THAT THE MALAGASY FRANC IS CLOSELY 
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ALIGNED WITH FRENCH FRANC. MORE THAN HALF OF MALAGASY 
IMPORTS ARE FROM FRANCE AND ALMOST HALF OF HER EXPORTS GO 
TO FRANCE. HOWEVER, SINCE MALAGASY EXPORTS MOSTLY 
AGRICULTURAL COMMODITIES, THE PRICES OF WHICH ARE LARGELY 
DETERMINED BY WORLD MARKET CONDITIONS, THE MALAGASY 
CURRENCY'S CLOSENESS TO THE FRANC IS PROBABLY NOT VERY 
EFFECTIVE IN STABILIZING THE MONETARY EARNINGS OF 
PRODUCERS OF THESE COMMODITIES. 

3. SINCE USG HAS NO DESIRE TO BECOME INVOLVED IN 
INFLUENCING VANILLA PRICES, WE BELIEVE MALAGASY 
GOVERNMENT'S BEST APPROACH WOULD BE DIRECTLY TO MAJOR 
IMPORTERS, WHO ARE FEW IN NUMBER AND WELL-KNOWN TO THEM. 

4. YOU MAY WISH TO MENTION THAT MALAGASY VANILLA 
COMPETES NOT ONLY WITH OTHER PRODUCERS' NATURAL PRODUCT 
BUT ALSO WITH SYNTHETIC FLAVORINGS SUCH AS VANILLIN. 

PRICE INCREASES COULD CONCEIVABLY LOSE TRADITIONAL 
MARKETS PERMANENTLY TO SYNTHETIC SUBSTITUTES. 

ROGERS 
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